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AR AP FINANCIAL HIGHLIGHTS
BEXAAZtRLAEA
Six months ended June 30
2002 2001
(REEWR (REER)
(Unaudited) (Unaudited)
REXE OPERATING RESULTS
BEH(BEST) Turnover (HK$ million) 1,760 1,741
BERN (FEET) Operating profit (HK$ million) 210 196
REEERN (FEETL) Profit attributable to shareholders (HK$ million) 194 191
EREHR PER SHARE DATA
EREFN-EKRCGEW) Earnings per share - Basic (HK cents) 13.5 13.3
FRFHBE GF) Interim dividend per share (HK cents) 4.5 4.5
BB E FINANCIAL RATIOS
FEAHHEE (FE) Inventory turnover on sales (days) 32 . 26
BEEDRE Return on total assets 8.4% 9.1%
THRRERORE ‘ Return on average equity 11.1% 12.2%
HE@H X Return on sales . 11.0% 11.0%

& " B 5 B o 9 Giordano Internationai Limited
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UNAUDITED INTERIM RESULTS

The board of directors of Giordano International Limited (the “Company”)
is pleased to announce that the unaudited condensed consoclidated resuilts
of the Company and its subsidiaries {the “Group”) for the six months
ended June 30, 2002 along with comparative figures for the corresponding

period and selected explanatory notes are as follows:

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

BERA=+RLXER
Six months ended June 30

2002 2001
(BREREFS (In HK$ millions, B3 (REER (REER
HEEBTAEN) except earnings per share) Note {Unaudited) (Unaudited)
g Turnover 2 $1,760 $1,741
& KA Cost of sales (927) @71)
EF Gross profit 833 770
H b i Other revenue 47 68
o BEER Distribution, administrative and
HMEER other operating expenses (670) (642)
£ 855 R Operating profit 3 210 196
HEER Finance expense 4 (3 (2)
E{EEE R EREN Share of profits of associated companies 43 40
B AT & Profit before taxation 250 234
HIE Taxation 5 (45) [40)
B m A Profit after taxation 208 194
DEREER Minority interests (11) (3)
BREEGRT Profit attributable to shareholders $ 194 $ 191
e Dividends 6
-5 /2T EF 2001/2000
AERERRE final and special $ 137 $ 157
ZEE_FE/FF-F 2002/2001
hH e B interim $ 65 $ 65
RREF Earnings per share 7
=W Basic 13.5¢ 13.3¢
] Diluted 13.3¢ 13.2¢

Giordano International Limited
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B EEsETEARg & CONDENSED CONSOLIDATED BALANCE SHEET

AR=ZtHB T+TZA=+—H

June 30 December 31
2002 2001
k=1 (REER (BE%)
(UBEEETAEN) {in HK$ millions) Note (Unaudited) (Audited)
gE ASSETS
EREEE Non-current assets
TEE Fixed assets 8 $ 643 $ 665
BrE N TEE Interest in associated companies 242 203
EEESRE Rental prepayment 92 94
977 962
THEE Current assets
FE Inventories 311 283
FE R R Trade receivables 9 113 126
ERERR TR Other receivables, deposits and
BITRIE prepayments 322 421
Re kTR Cash and bank balances 13 598 579
1,344 1,409
HEE Total assets $2,321 $2,371
ExRkEE EQUITY AND LIABILITIES
AR #E Capital and reserves
Ax 7 Share capital 10 $ 72 $ 72
i 4 Reserves 1,653 1,486
BIRIR & Proposed dividends 6 85 137
1,790 1,695
DERREER Minority interests 52 51
EREBEE Men-current liabilities
RHEE Long-term liabilities 11 1 14
RhEBaE Current liabilities
FEFBR3X Trade payables 12 209 331
HvESAZRESEA Other payables and accruals 159 158
RBEEEZREB Current portion of long-term liabilities 11 5 5
BITERRBEX Bank loans and overdrafts 56 84
IR Taxation 39 33
468 611
BEERER Total equity and liabilities $2,321 $2,371

E B R E R ER A T
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B EsBE &R E CONDENSED CONSOLIDATEDR CASH FLOW STATEMENT

BEXA=1THLEAEAR
Six months ended June 30

2002 2001
W& (REER) (E#F &)
(LEEETREN) (In HKS miflions) Note {Unaudited) (Restated)
BEXB RAERAERE Net cash inflow from operating activities $199 $241
BREEBIHASALFH Net cash outflow from investing activities (19) (236)
REEHBLRERLERE Net cash outflow from financing activities (arn (151)
RekReFEZ Increase/{decrease) in cash
BZm/CEd) and cash equivalents 3 (146)
R—A—RBZzH&R Cash and cash equivalents
RESEET at January 1 537 591
IHEREH S Effect of foreign exchange rate changes 13 (15)
NA=tHZBEER Cash and cash equivalents
ReSEAR at June 30 13 $553 $430

# B R B B F R & 3 Giordano International Limited
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

gx
RERE
428  Capital RHEE EXHE EHEE RERi
(£EE#) {Unaudited) Contributed redemption  Share Exchange  Other Retained b
(WEBRTAEL) {in HK8 mikions) surplus  reserve  premium  reserve reserves  profils Total
R-EF-£-A-8 At January 1, 2001 8383 $3 S48 $(39 20 - %61 $1,48
Bk Profit for the period - - - - - 191 191
ARESET 2R Premium on issue of shares under
BiEE share option scheme - - 8 - - - 8
ZEITEERAREHRE (FE6) 2000 final and special cividends (Nofe §) - - - - - (157) (157)
ANHELTR Exchange adjusiment on
FRERE translation of overseas subsidiaries
JERGE " and branches - - - 24) - - 24)
RoFF-%7AZ1H At June 30, 2001 $383 $3 S456 129 $90 $605 1,504
Ex
BEHE
BARH Copital ROBE EREE ZHEE FEEX
(RE%H%) {Unaudited) Contributed redemption ~ Share Exchange  Other Retained -  #3f
(HEEETAEN) (in HKS milions) surplus  teserve premium  reserve reserves  profits Total
R-ZE_£-F-H At January 1, 2002 $383 $3 $456 §(125) 127 §779 $1,623
BREH Prafit for the period - - - - - 194 194
BRESET2ES Premium on issug of shares under
PR E share option scheme - - 6 - - - B
ZES-SREREHRE (26 2001 final and special cividends (Note ) - - - - - (137) (137)
BAHBLFR Exchange adjustment on
NG tranglation of overseas subsidiaries
JEREE and branches - - - 32 - - k4
RIEEZERAZTE At June 30, 2002 $383 $ $462 $ (93) §127 $836 $1,718

£ 3 BB SR DEF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.

Principal accounting policies

These unaudited consolidated condensed interim financial statements
are prepared in accordance with Hong Kong Statement of Standard
Accounting Practice (“SSAP”) 25, Interim financial reporting, issued
by the Hong Kong Society of Accountants.

These condensed interim financial statements should be read in
conjunction with the 2001 annual financial statements,

The accounting policies and methods of computation used in the
preparation of these condensed interim financial statements are
consistent with those used in the annual financial statements for the
year ended December 31, 2001 except that the Group has changed
certain of its accounting policies following its adoption of the following
SSAPs issued by the Hong Kong Society of Accountants which are
effective for accounting periods commencing on or after January 1,
2002:

SSAP 1 (revised) Presentation of financial statements
SSAP 11 (revised) Foreign currency translation

SSAP 15{revised) Cash flow statements

SSAP 25(revised) Interim financial reporting

SSAP 33 Discontinuing operations

SSAP 34 Employse benefits

The significant changes in the Group's accounting policies resulting
from the adoption of these new practices are set out below :

(@) SSAP 11 {revised) : Foreign currency translation

In prior periods, the financial statements of overseas subsidiaries
and branches at the year end are translated into Hong Kong
dollars at the rate of exchange ruling at the balance sheet
date. Exchange differences arising on the translation of share
capital (including long-term loans which are as permanent as
equity in nature} and opening reserves of these entities are
taken directly to exchange reserve. With effect from January 1,
2002, the Group adopted a new accounting policy of translating
the profit and loss accounts of overseas subsidiaries and
branches at an average rate for the period, in order to comply
with SSAP 11 (revised).

Giordano International Limited
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(b) BISHREHBE) - BEAER (b) SSAP 15 (revised) ; Cash flow statements

RMesERENE1SH (BB The presentation and classification of items in the cash flow
EERRERERZ2BEEEZERERS statement have been changed due to the adoption of SSAP 15
B-Ait  IAZBRSTMENESE (revised). As a result, cash flow during the period has been
B REERRBEEBME S - & reclassified by operating, investing and financing activities. For
EZEE-FRFE=Z+RLE~EA the six months ended June 30, 2001, net cash outflow from
ENHEBERMERSRNFENEE taxation and interest paid of approximately HK$29 million have
ZTFAEEREHIRKERER S been reclassified as operating cash flow, dividend and interest
MRE MEWBRERMENEE T received of approximately HK$20 million have been reclassified
ENERINAERELBRERE - 1t as investing cash flow and dividend paid of approximately
o BENBRENER—BERTLEE HK$157 million has been reclassified as financing cash flow.

TEHIAREXRKAERE -

2. EEERITNEHR 2. Turnover and segment information
BEREBONE S FAEEZEEER An analysis of the Group’s turnover and operating profit by business
BEREMZ2AWMOT + segments Is as follows:

BEANHBE=ZTHLAMEA
Six months ended June 30

2002 2001

(REER (REBER) (REEZ (REER
(Unaudited) (Unaudited) (Unaudited) {(Unaudited)

menA el

B Operating BEHE Operating

(ABEEBTHREM) (In HKS millions) Turnover profit Turnover profit
TERAHEER Retail and Distribution $1,656 $167 $1,638 $158
BRER Manufacturing 392 39 350 31
Ef %% Other operation - 4 - 7
W D HEEE Less: Inter-segment sales (288) - (247) -
$1,760 $210 $1,741 $196

& B B E R & F Giordano International Limited
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The geographical segments of the Group’s turnover is as follows:

BEXA=Z+BL~HEA
Six months ended June 30

2002 2001

(REER) (REER)
(ABEEETRENL) (in HK$ millions) (Unaudited) (Unaudited)
ke N Mainland China $ 410 $ 378
BE Hong Kong 405 389
&g Taiwan 359 405
Mg Singapore 177 169
B Korea 108 146
B A Japan 89 88
Hith ity [ Other territories 212 166

$1,760 $1,741

AREN LRI N ZENBEREL
AELHETEEAZE U TEH D
RIFEE D ZEF DA -

There is no major disparity in the ratios between turnover and profit
in relation to the above geographical locations, hence no analysis
was presented on profit contributions from the above geographical

locations.
BERN Operating profit
HERNOHETIEE The operating profit is stated after charging:
BEAB=t+RHLAEAR
Six months ended June 30
2002 2001
(REER) (REER)
(UBEETEEN) (in HK$ millions) (Unaudited) {(Unaudited)
BEET Depreciation of owned
EEFE fixed assets $56 $51
BMEMEY Depreciation of fixed assets held
BrEENE under finance leases 2 2
HEBEEEEIR Loss on disposal of fixed assets 2 -

Giordano International Limited




a
4
"
"
+H
£
0
"

mEEA Finance expense

BEEAB=1+BLAEA

Six months ended June 30

2002 2001
(REER (REER)
(LEEETAREN) {in HKS millions) {Unaudited) (Unaudited)
BEREZHB Interest element of finance leases $2 $2
RITERZFE Interest on bank loans 1 -
$3 $2

B IE

EENAHREC-ST-£AAZtAL
REAZGHERHENRED 2 T
(ZFF—%: BHZTR) ZREHE -
BABBEER D EER 2 REH
=)

Taxation

Hong Kong profits tax is calculated at the rate of 16 percent (2001:
16 percent) on the estimated assessable profits for the six months
ended June 30, 2002. Overseas taxation is calculated at the rates
applicable in the respective jurisdictions.

BEANA=THLEAREAR
Six months ended June 30

2002 2001
(REER (RIEER)
(LEEETAEN) {In HK$ millions) (Unaudited) (Unaudited)
DAIRMBLE Company and subsidiaries :
ERMEH Hong Kong profits tax $9 $7
BN IE Overseas taxation 22 21
BEDNT Associated companies
BINRIE Overseas taxation 14 12
845 $40

AEBREERBBRENRELAR
Giordano BEZ HFTER - Z2HEEW
BREBZER Y2 HRMRBEERR
W <

£ A 8 B B E R & 8

The Group has claimed deduction on certain royalty payments on
the use of Giordano trademark. The claim has been fully settled with
the Inland Revenue Department and has been fully reflected in the
financial statements.

Giordano International Limited
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B’ E Dividends
BESA=ZTBHUEAREAR
Six months ended June 30
2002 2001
(REER) (REE®K)
(UBEEETBEN) (In HK$ millions) {Unaudited) (Unaudited)
BERBE-_ZE—ERPRE 2001 final dividend, paid,
FRAEEDE R of 4.5 HK cents
(ZZEZTF - FREE W (2000 : 8.0 HK cents)
per share $ 65 $ 86
BERE_ZEEERIKS 2001 special dividend, paid,
SRAES AW of 5.0 HK cents
(ZZTTF - SRAEEW {2000 : 5.0 HK cents)
per share 72 71
137 167
BERHRS Proposed interim dividend
— ERAEmE A - 4.5 HK cents
(ZEZ—F: EREBNETWL) (2001 : 4.5 HK cents)
per share 65 65
$202 §222

RIZZFAANBRTZESEES
P ERERTHREEREB NS
fil - it EUR T BRE L RN E AT HEHB
BERZEMEREFARE  ERSBRARE
CER RS+ Az -HLEFERRE
FA S o

£ B R B B 8 R &

At the board meeting held on August 8, 2002, the directors declared
an interim dividend of 4.5 HK cents per share. This proposed interim
dividend is not reflected as a dividend payable in these condensed
interim financial statements, but will be reflected as an appropriation
of retained profit for the year ending December 31, 2002.

Giordano International Limited
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Earnings per share

The calculation of basic and diluted earnings per share are based
on the unaudited consolidated profit attributable to shareholders for
the period of HK$194 million (2001: HK$191 mitlion).

The basic earnings per share is based on the weighted average of
1,437,266,456 shares (2001: 1,433,520,946 shares) in issue during
the six months ended June 30, 2002,

The diluted earnings per share is based on 1,437,266,456 shares
(2001: 1,433,520,946 shares) which is the weighted average number
of shares in issue during the six months ended June 30, 2002 plus
the weighted average of 16,832,913 shares (2001: 17,543,954
shares) deemed to be issued at no consideration if all outstanding
share options granted under the share option scheme of the Company
had been exercised.

Fixed assets

ARZ+A +-A=+-8
June 30 December 31

2002 2001
(RBER (BER
(UEEETAER) (In HK$ miliions) {Unaudited) (Audited)
Bz REEE Opening net book value $665 $453
BEEE Translation difference 8§ (7)
NE Additions 31 332
WK B AR Acquisition of subsidiaries - 2
& Disposals (3) {4)
nE Depreciation (58) (111)
HRZEEFE Closing net book value $643 $665

E /R B B 5 R 2
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W R 9. Trade receivables
RReREAESN  AEBEEFERBR Other than cash and credit card sales, the Group normally allows an
THRTHEZEPFH ST HEES- average credit period of 60 days to its trade customers.
UTARERESERZREDIT The ageing analysis of trade debtors is as follows:
~A=+B +ZA=+—H
June 30 December 31
2002 2001
(REER) (EER
(HEBETABEL) {in HK$ millions) (Unaudited) (Audited)
0-30H 0 - 30 days $ 89 $ 94
31-60H 31 ~ 60 days 20 27
61~-90 H 61 ~ 90 days 2 3
#90 8 Over 90 days 2 2
$113 $126
;&3 10. Share capital
RIPEE EiER
(EREEE S (in HK$ millions, Number Ordinary
UEBETREN) except number of shares} of shares shares
—EBE-_#—3—H Opening balance
2 B & B at January 1, 2002 1,436,028,518 872
RITEBREN Issue of shares pursuant to
BTG exercise of share options 3,818,000 -
“EE-FRA=1H Closing balance at
2R E R June 30, 2002 1,439,844,518 872

# A 58 B 7 B 2
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11. REAE 11. Long-term liabilities
FAEER_ZE_FERA=tHZEHE Included in the Group's long-term liabilities at June 30, 2002 are
EORBRTEN BREAEEBREME bank loans, finance lease and other borrowings, which are repayable
FMEBERRENT as follows:
REEGERRRMER
BOER Finance lease
Bank loans and other borrowings
xB=+R +ZA=1+-8 ~AA=Z+E tZAZ+—H
June 30 December 31 June 30 December 31
2002 2001 2002 2001
(REBER (BE® (REER) (BE®R
(AEEETHEN)  (In HKS millions) (Unaudited) (Audited)  (Unaudited) (Audited)
—FR Within one year $1 $ 1 $ 4 $ 4
E-ER In the second year - - 7 10
£=% In the third to
FRER fifth year inclusive - - 4 4
1 1 15 18
B REBARE Less : Current portion of
ZRBED long-term liabilities (0 1 (4 (4)
$- g - $11 $14
12. BER 12. Trade payables
UTEERNESERRZRESN The ageing analysis of trade creditors is as follows:
AAZ+E tZAR=+—H
June 30 December 31
2002 2001
(RBER) (EER)
(LBEBTAER) (In HK$ miliions) {Unaudited) (Audited)
0-30H 0 - 30 days $130 $ 227
31-60 B 31 - 60 days 32 52
61-90 B 81 - 90 days 28 24
#90 A Over S0 days 18 28
3209 $ 331

Giordano International Limited
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13. ReRBE2ZEELEEIN 13. Analysis of balances of cash and cash equivalents
~B=+H
June 30
2002 2001
(REER (REER)
(U{EEETREMN) (in HK$ millions) (Unaudited) (Unaudited)
BeRBRTER Cash and bank balances $598 $589
W FHBR=A Less : Bank deposits with maturity
LEREZ over three months from
BOTHER date of deposits (3) {159)
595 430
RIER Bank loans 56 -
W EEHAERM Less : Bank loans repayable over
Br=H/A three months from
MEZRITER date of advance (14) -
42 -
FReRBREEER Net cash and cash equivalents $553 $430
14. BEENRTHEBERITHEE 14. Total assets less current liabilities and net current assets
AEBR_ZFEE-_EXA=ZTHEER The Group’s total assets less current liabilities amounted to HK$1.853
TEE-FE+ A=+ -BrEAENR million and HK$1,760 million at June 30, 2002 and December 31,
MBRESIAER T AEET=BET 2001 respectively. The Group's net current assets, defined as current
EEETLBRATEL - A£EER assets less current liabilities, amounted to HK$876 million and
—EE_FEFXRAZTHRZIZE-& HK$788 million at June 30, 2002 and December 31, 2001
TR -BZERBEEMARSE respectively.

ENBRRDABE)DRARRNELTR
BELRARLELTNEER -

# B R B 58 R 24 78 Giordano lInternational Limited
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15. &E 15. Commitments
(a) SEERHZAE (a) Commitments under operating leases
RZBF-_F-AZ+R Zx£8H® At June 30, 2002, the Group had future aggregate minimum
ZEEHE BRAE IRREEZY commitments under operating leases in respect of retail shops,
ERNFRENZEEHERED office premises, factories and warehouses as set out below:
T
RTHHEEREEBL Operating leases which expire:
~ABE+H +ZA=+—H
June 30 December 31
2002 2001
(REER) (BER
(LBEETREM) (In HK$ millions) (Unaudited) (Audited)
—FR Within one year $ 410 $380
—Fi% After one year but
BEER within five years 624 535
AEMRE Over five years 34 23
$1,068 $938
(o) SMNEARH (b) Foreign currency contracts
RZFE-EAA=+AR=-FT— The Group entered into agresments for forward purchases of
F+-A=1+—H ZE£EEHEBE foreign currencies totaling HK$32 million and HK$31 million at
BT BRI TEHBEEENE June 30, 2002 and December 31, 2001 respectively in the
EHBBENRARBYE=T-_BELR ordinary course of business.
BE=F-E8T-
16. AAREE 16. Contingent liabilities
ﬁ“_ SE-4xF=+8 AEEEUT At June 30, 2002, the Group had contingent liabilities not included
EORENBRRAZHLEE in the financial statements in respect of the following:
~A=Z+R +zZA=+-H
June 30 December 31
2002 2001
(REER) (BER
(HLEBETEEN) (In HK$ millions) {Unaudited) (Audited)
REEERKERS Bank guarantees in lieu of
ZHRITER rental and utility deposits $9 $10
BERHZREE Guarantee notes issusd 52 50
$61 $60

Giordano International Limited
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MANAGEMENT’S DISCUSSION AND ANALYSIS
RESULTS OF OPERATIONS
Turnover

The Group recorded total turnover of HK$1.76 billion (2001: HK$1.74
billion) for the first six months of the year, an increase of 1.1 percent
year-on-year,

Despite the adverse retail environment, the Retail and Distribution Division
recorded a turnover growth of 1.2 percent to HK$1.66 billion (2001:
HK$1.64 billion). System-wide comparable store sales fell 2.5 percent
(2001: -1.6 percent), while comparable store gross profit was down only
0.7 percent, which demonstrated Management’s efforts in defending
margins. The Group’s inventory turnover on sales was 32 days (2001: 26
days), which fell within the Group’s target range of 28 — 32 days.

TREMMEENMES S 2 SELEE The following table shows the Group's retail turnover by region:
BEASBE=THLEXEAR BoOLER
Six months ended June 30 Percentage
(LBEERTREN) (In HK$ miflions) 2002 2001 change
SEiN Mainiand China 408 374 9.1
B Hong Kong 380 382 2.1
=B Taiwan 358 405 -11.4
i Singapore 177 169 4,7
EMd5 Other Markets 146 104 40.4
TEAEEERELHEERNENE®REES 2 Mainland China achieved a year-on-year sales improvement of 9.1 percent
NY-ZFEEMNMEZ)\BET(ZEZT—F :  to HK$408 million (2001: HK$374 million). Sales were below Management’s
BEZBLTMEEL) - HEBEALEEREE  expectation primarily due to subdued domestic consumption in the second

EESNKE FEEREBE_FTEERS
Frer - WEER A » Giordano Unisex #1i#
N+-fEMm ERs \EAEE8E 2
W

BRCEEHERERBEEN I KRR
AEZENTEL(ZEZE—F BB =ZENT
ZBEER) cE_ATHE FEBEESP-F
EESTF AT —RERLEEER - g
AEBEZHEIRE - REHEA - Bluestar
Exchange J RBEREHEER  TREEH Lt

BEREZ— -

t A X B B 8 R

N

quarter. During the period, 42 Giordano Unisex outlets were added, of
which eight are self-managed stores.

Hong Kong retail sales achieved a 2.1 percent improvement to HK$390
million {2001: HK$382 million). One of the Group's top-contributing steres,
the Capitol Centre shop, was closed for major refurbishment since late
February. Bluestar Exchange’s continued productivity improvements during
the period also contributed to the above-mentioned growth.

Giordano International Limited
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EEZEEHEBETKREDZ T HNERE
“EEThBEER(ZSE—F: BBOREZR
BEXL) - AFEL¥F Bz TETSHES
KARR - ERTHABEREEEEELESE
MIRRT HEEE-EEYRBEREFNE -
REFEEAEA  ENEZEEERNEIESR
REZFEESFROBEELERAE - B
EABBEMMTEEMNE  REBRRLHE
Giordano Unisex B —f& Giordano Ladies Ff
HEBH FHAFETEF BEHER
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Taiwan retail sales fell 11.4 percent to HK$359 million (2001: HK$405
million). The retail market remained very difficult in the first half of the
year. In view of the deflationary and weak consumer sentiment environment,
Management had been focusing on expanding gross margins. Gross
margin improvement was achieved in the first six months of the year
mainly due to less frequent product mark-downs as compared to the year
pefore. As part of the shop portfolio consolidation program, seven Giordano
Unisex and one Giordano Ladies shops were closed during the period.
Expansion in the second half will come primarily from Bluestar Exchange.

Retail sales in Singapore grew 4.7 percent, largely driven by new store
openings {June 2002: 46 outlets; June 2001: 36 outlets). During the
period, rental expenses increased on the back of floor space expansion
and rental hikes. In view of rental inflation and changes in market structure,
certain shops will be consolidated in the second half of the year.

Performance in the “other markets” fared well. In particular, Australia and
Indonesia contributed largely to the 40.4 percent “other markets” year-
on-year sales growth. At the end of its third year of operations, signs
were indicating a turning around in the Australian market. In Indonesia,
the Group continued to enjoy its premium brand positioning and good
product acceptance.

Gfordano Unisex and Giordano Junior recorded a retail and wholesale
turnover of HK$1.47 billion, virtually unchanged from last year’s level of
HK$1.48 billion. The unsatisfactory performance in Taiwan was mainly
behind the flat growth during the period. Giordano Junior will continue to
roll-out in markets like Mainland China and Korea, where it has initial
successes.

Turnover of Giordano Ladies increased 9.4 percent to HK$70 million (2001:
HK$64 million), mainly due to store expansion in Mainland China. In
addition, a timely and successful spring launch, coupled with a well-
implemented customer relationship management program also contributed
to sales improvement during the first half of fiscal year 2002.

Giordano International Limited
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Boosted by organic growth in Hong Kong and new store additions in
Taiwan and Germany, Bluestar Exchange's turnover improved by 31.9
percent to HK$120 million (2001: HK$S1 million}. Better sourcing which
enabled attractive retail prices also resulted in better sales during the
period.

Despite the weak appare! retail market worldwide, turnover of the
Manufacturing Division, including intra-group sales, managed to grow 12.0
percent to HK$392 million (2001: HK$350 million). Total sales to outsiders
{2002: HK$104 million; 2001: HK$103 million) were 1.0 percent higher
than the year before, primarily accounted for by the increase in sales to
third party customers in Japan and Hong Kong. The Manufacturing Division
contributed HK$39 million (2001: HK$31 million) to the Group’s operating
profit, representing 18.6 percent (2001: 15.8 percent) of the Group’s
consolidated operating profit.

Margins

As a result of our gross margin protection strategy, gross profits for the
first six months of the year improved 8.2 percent to HK$833 million (2001:
HK$770 million). During the same period, gross margin increased from
44.2 percent in the first half of 2001 to 47.3 percent in 2002.

During the interim period, all but the new markets achieved retail margin
improvement. Low retail margins seen in Taiwan in the second quarter of
fiscal year 2001 due to stock clearance activities were not repeated in
2002.

In the meantime, all brands also experienced retail margin enhancement
mainly resulting from offering differentiated products, as well as discipline
in avoiding heavy product markdowns.

The Manufacturing Division registered an outstanding gross margin
improvement of 3.5 percentage points during the period. This was achieved
through lower raw material costs, and the transfer of fabric and accessories
sourcing from Hong Kong to Mainland China.

Giordano International Limited
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Cperating Expenses

Operating expenses totaled HK$670 million (2001: HK$642 million}, an
increase of 4.4 percent over the previous period. The increase in expenses
resulted partly from the HK$19 million increase in operating expenses
incurred in Japan and Germany. Operating expenses of the two new
markets started their maiden full year reporting this year. If the new markets
had been excluded, operating expenses would have increased marginally
by 1.4 percent. During the period, occupancy charges increased by 10.7
percent, as a result of new market expansion and rental rate hikes in
prime locations in Mainland China, Singapore, and Indonesia.

Operating Profit and Earnings before [nterest, Taxes,
Depreciation and Amortization (EBITDA)

Operating profit surged 7.1 percent to HK$210 million (2001: HK$196
million) in the first six months of the year, despite increases in operating
expenses mentioned above, Operating margin edged up from 11.3 percent
in the first half of fiscal year 2001 to 11.9 percent in 2002. EBITDA
margin also improved from 16.6 percent to 17.7 percent during the same
period.

Profit Attributable to Shareholders

In the first six months of the year, profit attributable to shareholders
amounted to HK$184 million, 1.6 percent higher than the HK$191 million
achieved in the first half of 2001. If losses from the new markets of Japan
and Germany were excluded, profit attributable to shareholders would
have increased 8.4 percent year-on-year. In addition, higher minority
interests, mainly due to better performances achieved by the Indonesia
subsidiary and the Manufacturing Division, were behind the flat profit
growth. Moreover, growth in share of profits of the associated company
in Korea decelerated towards the end of the second quarter. Sluggish
growth was largely due to stepped up competition and failure in responding
timely to meet changing consumers’ taste. In the month of June, shops
in Korea also suffered from a dramatic decline in customer flow because
of the World Cup soccer event, which dragged down the profitability in
that month. In the second half, Management will work on adjusting
products to better cater to customers' needs, and to offer a differentiated
shopping environment.

Giordano International Limited
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Cash Flow

Net cash inflow from operating activities was HK$198 million (2001:
HK$241 million). The HK$42 million decrease was largely due to the
HK$28 million increase in inventories, contrasted against a HK$49 million
decrease registered in the first half of 2001. The increase in use of cash
for inventories was partly offset by the HK$1@ million increase in operating
profit before depreciation.

Net cash outflow for investing activities amounted to HK$19 million (2001:
HK$236 million), which was HK$217 million lower than that in the
corresponding period in 2001. The decline was primarily attributable to
the premium payment for securing a 37-year leasehold interest in a flagship
store in Hong Kong in the previous year.

Net cash outflow for financing activities amounted to HK$177 miltion,
against a net cash outflow of HK$151 million in 2001. During the period,
HK$137 million of dividends were paid to shareholders, compared to
HK$157 million paid in 2001. In the first six months of the year, the Group
paid off RMB35 million (approximately HK$33 million) in short term bank
In addition, the Group obtained a 42 million Japanese Yen
(approximately HK$3 million) short term loan.

loan.

FINANCIAL CONDITION

Liquidity and Capital Resources

As at June 30, 2002, cash and bank balances amounted to HK$598
million (December 31, 2001: HK$579 million), and total liabilities were
HK$479 million (December 31, 2001: HK$625 million). At the end of the
reporting period, the Group’s gearing ratio was 0.3 (December 31, 2001:
0.4), based on shareholders' equity of HK$1.79 billion (December 31,
2001: HK$1.70 billion).

As at June 30, 2002, the Group had financing facilities amounting to
HK$773 million (December 31, 2001: HK$748 million), of which HK$57
million under revolving loan facility had been drawn and was outstanding.
The Group also had contingent liabilities on bank guarantees and guarantee
notes issued of HK$61 million (December 31, 2001: HK$60 million), which
had all been incurred in the normal course of business.

Giordano International Limited
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OUTLOOK

Amid a difficult retail environment, the Group is pleased with the gross
margin improvement attained in the first half of the year. The Group will
maintain its strategy of margin protection, mainly through offering
differentiated and value-added products. Management upholds the belief
that, under a deflationary environment which coupled with weak consumer
sentiment, margin enhancement is one of the best ways to guard brand
equity and to sustain long term profitability.

For the rest of the year, Management will focus on the following:

1. To enhance profitability in Mainland China, namely through better
sourcing to enhance price competitiveness;

2. To prepare for the re-opening of the Capitol Centre shop in the
fourth quarter, which will become our second flagship store in Hong
Kong;

3. To turn around the Taiwan operation, mainly through refocusing on
basic designs, streamiining product portfolio, and implementing our
micro-marketing strategy more aggressively; and

4. To continue to explore the market in Japan and to open a few more
stores in the second half of the year; and to restructure the
distribution network in Germany and investigate a variety of
distribution channels in Europe.

HUMAN RESOURCES

As of June 30, 2002, the Group had approximately 8,600 employees.
Besides offering competitive remuneration packages to the employees,
discretionary bonuses and share options may also be granted to the
eligible employees based on the Group’s and the individual’s performance.

During the six months ended June 30, 2002, the Group granted to the
eligible employees under the share option scheme options to subscribe
for 25,550,000 shares. In the same period, 3,816,000 shares were issued
upon the exercise of options previously granted.

Giordano international Limited
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OTHER INFORMATION
Interim Dividend

The directors have declared an interim dividend of 4.5 HK cents (20C1:
4.5 HK cents) per share for the year ending December 31, 2002 payable
to shareholders on the Register of Members of the Company at the close
of business on September 4, 2002. The relevant dividend warrants will be
despatched to shareholders on September 11, 2002.

Closure of Register of Members

The Register of Members of the Company will be closed from
September 2, 2002 to September 4, 2002, both days inclusive, during
which period no transfer of shares will be registered. To qualify for the
interim dividend, all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrars
in Hong Kong, Abacus Share Registrars Limited, at 5th Floor, Wing On
Centre, 111 Connaught Road Central, Hong Kong, for registration not
later than 4:00 p.m. on August 30, 2002.

Directors’ interests in Shares

As at June 30, 2002, the interests of the directors and chief executive in
the issued share capital of the Company were as follows:

REROBERERNE

Number of shares held and nature of interest

@A 3 n g gt
s Director Perseonal Family Corporate Total
2 B 4E Lau Kwok Kuen, Peter 11,708,000 - ~ 11,708,000
EokE Fung Wing Cheong, Charles 800,000 - ~ 800,000
kS Mah Chuck On, Bernard 479,086 - - 479,086
EEkS Wong Pak Chuen, Paul 1,296,000 - - 1,296,000

Giordano International Limited
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Save as disclosed above, as at June 30, 2002 none of the directors and
chief executive or their associates had any interests in the share capital
of the Company or its associated corporations (within the meaning of the
Securities (Disclosure of Interests) Ordinance (the “Ordinance”)) which had
to be notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to section 28 of the Ordinance
(including interests which they are deemed or taken to have under section
31 of, or Part | of the Schedule to, the Ordinance) or which were required,
pursuant to section 29 of the Ordinance, tc be entered in the register
referred to therein.
Save as disclos¢e 1 the section "Share Options” below, at no time during
‘ed June 30, 2002 was the Company or any of its
to any arrangements to enable the directors of the
“heir spouses or children under the age of 18 to
sans of the acquisition of shares in or debentures of
ther body corporate.

the six months
subsidiaries a ;
Company or a
acquire benefit:
the Company

Giordano International Limited
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BRE Share Options

BE_SE-_F-A-+HAERKEREST  Pursuant to the Share Option Scheme adopted on January 24, 2002, the
2 ARRN_ZT_EWNANBEHTRE  Company has granted certain directors and employees of the Company
FRERHCBERETFALAETEERIE  options to subscribe for shares of the Company on April 8, 2002, Details
- -MEZE-_ZFZ-_FX A=Z1+HLEAEAR of the grant of share options and a summary of the movements of ihe
BHEBRECSBBEARSRTEERES outstanding share options during the six months ended June 30, 2002
BEFINOT - are set out below.

BRERE

Number of share options

poggz
REA  REZT
RIERZE RERRE  RERGE  EB/RM 258
-B-H28% Granted  Exercised  Cancelled/ Balance BRITER
SERAL Balance as at during during Lapsed during asat Exerciseprice EBERH hid
Eligible person 01/01/2002  theperiod  theperiod  theperiod  06/30/2002 pershare  Date of grant  Exercisable period

T (B/8/%)  (5/B/F)
HKS  (MMIDDIYYYY)  (MMIDDIYYYY)

g

£
B

B 15,000,000 - - - 15,000,000 2600 08/24/1995 02/24/1996 - 05/28/2005
Lau Kwok Kuen, Peter 10,000,000 - - - 10,000,000 2830 05/07/1996 05/07/1999 - 05/28/2005
Director 25,000,000 - - - 25,000,000
ExE 800,000 - 800,000 - - 2450 05/30/1995 05/30/1998 - 05/28/2005
Fung Wing Cheong, Charlss 300,000 - - - 300,000 4460 07/08/2000 07/08/2001 - 05/28/2005
% 300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 05/28/2005
Director 300,000 - - - 300,000 4480 07/08/2000 07/08/2003 - 05/28/2005
- 1,666,000 - - 1,666,000 4850 04/08/2002 04/08/2003 - 04/07/2012
- 1,666,000 - - 1,666,000 4850 04/08/2002 04/08/2004 - 04/07/2012
- 1668000 - - 1668000 4650 04/08/2002 (04/08/2005 - 04/07/2012
1700,000 5,000,000 800,000 - 5,900,000
ERT 468,000 - - - 468,000 0878 12/05/1997 12/05/1999 - 06/28/2005
Mah Chuck On, Bernard 472,000 - - - 472,000 0878 12/06/1997 10/05/2000 - 05/28/2005
ES 300,000 - - - 300,000 4450 07/08/2000 07/08/2001 - 05/28/2005
Director 300,000 - - - 300,000 4460 07/08/2000 07/08/2002 - 05/28/2005
300,000 - - - 300,000 4450 07/08/2000 07/08/2003 - 05/28/2005
- 1566,000 - - 1866,000 4650 04/08/2002 04/08/2003 - 04/07/2012
- 1,666,000 - - 1,666,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 1,868,000 - - 1,668,000 4650 04/08/2002 04/08/2005 - 04/07/2012
1,840,000 5,000,000 - - 5,840,000
e 548,000 - - - 548,000 0878 120511997 12/05/2000 - 05/28/2005
Wong Pak Chuen, Paul 200,000 - - - 200,000 3384 04/26/2001 04/26/2004 - 05/28/2005
EE
Dirsctor 748,000 - - - 748,000
'3 R BB EFE R 2 3 Giordano International Limited
_- 1
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BREED

Number of share options

RER A
RZ22-F  REREE REAAE  HE/4R &8
-B-Begg Granted  Exercised  Cancelled/ Balance SRTEE
REBAL Balance as at during during Lapsed during asat Exercise price  BHAH nEE
Eligible person 01/01/2002  theperiod  theperiod  the period  06/30/2002 pershare  Date of grant  Exercisable period

BT (A/B/) (B/B/%)
HKS  (MMDDYYY)  (MM/DDIYYYY)

EEANES 1,228,000 - 84,000 - 1,144,000 2150 05/30/1995 06/30/1998 - 06/28/2005
Continuous contract 2,800,000 - 1,000,000 - 1,800,000 3180 08/04/1996 09/04/1996 - 05/28/2005
employees 1,356,000 - 704,000 - 662,000 0878  12/05/1997 12/06/1999 - 05/28/2006
2,41?,000 - 520,000 - 1,892,000 0878 12/05/1897 12/05/2000 - 05/28/2005
300,000 - 300,000 - - 06%2  02/24/1999 02/24/2000 - 05/28/2005
300,000 - - - 300,000 0692  02/24/1999 02/24/2001 - 05/28/2005
300,000 - - - 300,000 0692  02/2471999 02/24/2002 - 05/28/2005
408,000 - 408,000 - - 0770 (03/05/1999 03/05/2002 - 05/28/2005
240,000 - - - 240,000 2320 Q71171999 (8/01/2000 - 05/28/2006
240,000 - - - 240,000 2.320 0711771899 (8/01/2001 - 05/28/2005
240,000 - - - 240,000 2320 Q711771999 (8/01/2002 - 05/28/2005
240,000 - - - 240,000 2,320 0711711999 (8/01/2003 - 05/28/2005
240,000 - - - 240,000 2320 071771999 08/01/2004 - 06/28/2005
400,000 - - - 400,000 4460 07/08/2000 (7/08/2001 - 05/28/2005
300,000 - - - 300,000 4480 07/08/2000 07/08/2002 - 05/26/2005
300,000 - - - 300,000 4460 07/08/2000 07/08/2003 - 05/28/2005
4,470,000 - - - 4,470,000 3728 02/07/2001 02/07/2004 - 05/28/2005
5,474,000 - - - 5,474,000 3108 08/31/2001 08/31/2003 - 05/28/2005
- 5,024,000 - - 5,024,000 4550 04/08/2002 04/08/2003 - 04/07/2012
- 5,024,000 - - 5,024,000 4650 04/08/2002 04/08/2004 - 04/07/2012
- 5,502,000 - - 5,502,000 4650 04/08/2002 04/08/2005 - 04/07/2012
21,248,000 15,550,000 3,016,000 - 33,782,000
Bfat: Notes:

1. BRESRHEEEZZET-_FEMANB)H—XZ 1. The closing price of the share immediately before the options granted on
BOKRTEABENLEAT April 8, 2002 is HK$4.55

2. EUEBAELARBEAWMESCTEZERE 2. The weighted average closing prices of the shares immediately before the

REBTEEAZNETERGETELRIAE dates of exercise are HK$5.10 and HK$4.87 respectively regarding the options
BEAT-AREEOTNAA+L exercised by Mr. Fung Wing Cheong, Charles and the Continuous Contract
‘ Employees

#* m B 5 B 2 7 Giordano International Limited




BEEEE

BERERTE EWBHRRLYTe®RA - 8
RERTEBAER REE-FTT_EXA
SHHERNEARNERERTZEREEEE
REB_T-ANML - ZEBEENERRBN
RoSfMATHETEREN  TRELZBHEAU
TRBREHBFE
EEBMNE AZRBAL(RELEZ
TEHIEESBELHOK
HNES

BEERE BEXREEBRRER B
gl

BHRKIE ELRERBDSZETR

BB M T

BAR BN HEEEREANRFEETR
WERHRAETUEAERE AHETHE

ZEEEE-ME ZEEEERATERT
ETEETERREE  BEABBRERE -

TRTERREEMERIAEDNE
BIAEEBEEENEAYE

HER

TERRER

RRESHH RZEEZF~A=Z+H &
REABEZGNE T NEREEEZERZRA
JRH UEEAATEEREMEREL QG
BERZTHUNEBBETRAZES -

NEIER

ARATBEENEETEHNRAEREME
TARRARBE-TE _FA A=THILAE
AR AEBTEBRMES LR S
Mk &ERATR (RS AR ZHEH
CTTEEDRBAQAFNAIEEZTEZHESR
B RESIT— REARARE  BFH
ERBAALTESERILBEZE G (AL
BITEE MUBUFRTEER -NUBUE
HEAMMAK) BE) -

E /R R B B R 2

Interim Report 2002

Valuation of Share Options

The share options granted are not recognized in the financial statements
until they are exercised. The fair value per share option granted during
the six months ended June 30, 2002 is HK$2.18. The fair value of esch
option granted is estimated on the date of the grant using the Black-
Scholes option pricing model with the following assumptions:

Risk-free interest rate 5.9 percent, being the approximate vield
of 10-year Exchange Fund Note on the
grant date

Expected dividend historical dividends of 14 HK cents per
share

Expected volatility 48 percent based on historical volatility

Expected life 10 years

The Black-Scholes option pricing model is developed to estimate the fair
value of publicly traded options that have no vesting restrictions and are
fully transferable. In addition, such option pricing model requires input of
highly subjective assumptions, including the expected stock price volatility.
Any changes in the subjective input assumptions may materially affect the
estimation of the fair value of an option.

Substantial Shareholders’ Interests

So far as the directors are aware, no parties were, directly or indirectly,
Interested in 10 percent or more of the issued share capital of the Company
as at June 30, 2002 as recorded in the register required to be kept by the
Company under section 16 of the Ordinance.

Corporate Governance

None of the directors of the Company is aware of any information that
would reasonably indicate that the Company is not, or was not during the
six months ended June 30, 2002, in compliance with the Code of Best
Practice as set out in Appendix 14 of the Rules Governing the Listing of
Securities on the Stock Exchange except in relation to guideline 7: as
non-executive directors of the Company are appointed for a term expiring
upon their retirement by rotation as required by the Company's Bye-
Laws; and guideline 11: as a matter of Company policy, remuneration of
directors is dealt with by a Compensation Committee appointed by the
board of directors of the Company which comprises an executive director,
two independent non-executive directors and an independent managemsent
consultant.
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Audit Committee

The Audit Committee has reviewed with directors the accounting principles
and practices adopted by the Group and discussed internal controls and
financial reporting matters related to the preparation of the unaudited
condensed financial statements for the six months ended June 30, 2002.

Purchase, Sale or Redemption of the Company’s Listed
Securities

The Company has not redeemed any of its shares during the six months
ended June 30, 2002, Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s shares during the same
period.

By Order of the Board
LAU KWOK KUEN, PETER
Chairman

Hong Kong, August 8, 2002
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